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mm*mm iaputy director (sui*x*rt) 

AmiffXOS: Me*. 1. oe&ee lloyd 


Qv*ONK)bli^*tto»i of Allotment sud Rro^rala 
v.__A®prow0.o 1®- fss fear CHRP oontmets 

WFfStWm&S: (a) Memo fear fas to au/p, Subj: bee of 

lapsed Fuat# % TSS fbr GOT Contracts, 
did. 27 Apr 99 

(I?) Mam Iter aa/p to Acting Bii/o, 

of ba yed rood* by TSS for CUT Contracts, 
dtd. 26 Ajar 99 


X. 'ibis nvaomnduu Is in raapeetae to yoiur laijuiry coocoroing the 
over-obligation by TSB of Its allocations sal sllotseats for Bessarab 
sod Development, mad 53fi*s proposal to aanttaue t be procedures which 
cessed Urn cmBr-ehilgatinn. It is understood that the Office of the 
General Counsel and the Audit Staff mm preparing geaeraa d a on the 
sena m&^ect. whi l e so hare triad to reference all lamias and pro&Usss. 
sema points have been sept brief on the eecusgjtlon that this will be 
diecueM d la mo re detail by the Office of the General Counsel sad the 
Audit Staff 1st their a maar aa da. Pertluearfc parts of this mmcr aadua 
sere discussed la draft with aethers of the Offloa of the General 
Counsel, the Office of Logistics, and the Audit Staff. A schedule of 
approvals, allocations, allotments, and obligations is appended m 
Attachment Jo. 1. 

8 * ^ g^grouad : Marietta prebl»ia la connection with the adatluia- 
tratioo o and Sevelogment contract* haws arisen far discussion 
ww a period of at least five years. Prcblests of particular interest 
t© the budget Stwisio© concerned the legality of charging subeecjuent 
upward contract revision# to the year of the original contract, sa d 
the problem of holding total obligations to the approved and allotted 
anoaota. In earlier years, these problems concerned several offices. 

Th* Office of Ccnmunlcationa and other offices nos have established 
reaaoaa&ly satisfactory eootrola and aore recently the problem have 
concerned TiS Keaearch and Iferalopaaal wools almost entirely. 

A policy statement from the Office of the Comptroller, dated 
18 October 1957* Attoctesent ;fc>. 2, clarified the ejuastioa of the 
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SUBJECT j Uvw-obligfttion of Allotment sosd Proems 
Approvals by iss for C HR? Contracts 


fiscal ?«» charge on contract revision*? end the present 
K® «od WP m smo raada result teem a aeries of discussions between da 
Budget Division and TSS following the close of Fiscal Years 19>7 and. 
1958 directed solaly to the question of the Incurring of <&ligsfcians 
by TBS in excess of the allotment and PRC approvul limitations. Tm 
did not exceed either its allotment or PRC authority in Fiscal Year 
195b. However, in Fiscal Year 1957 TBS exceeded its allotment authority 
and in Fiscal Year 195c , TBS ex ceeded hath Its allotment sxsi Hit 
authority. 


In •June, Fiscal leer 19*', tbs ISC toot formal recognition of 
the unc on t ro lled state of the administration of TSS*s Besearch and 
S*v»le®m«*fc Program sad noted in paragraph tb(3) of PSC action number 
2£&~lTt m 5& (Attachment So. 3) that ‘The Committee is j&apmrudt to 
eqodorse such a program ... provided there is included sn effective 
system ... deslsaed to operate within the designated monetary catling." 

la September sad October of 195U* "hem it beeame clear that 
had exceeded both the allotment and .PRC authorities for Flscnl 
Year 195c, the Budget Division requested tm to establish procedures 
which would preclude further excess obligations. At the time we noted 
cur conti nui ng recognition of the difficulty of administering Sesearch 
and fimlepassit Contracts, but stated to T3B that we believed m now 
had sufficient ejqperlenee to establish and enforce standard controls 
applied throughout this Agency end tbs Gov e r anao t generally. TBS 
administrative personnel initially concurred informally, and we were 
advised that steps were being taken to limit total obligations, 
however, in the spring of 1959# after further study, TSS fcaswUy 
demurred. The two meaoganda in question doctawawt the demurral. 


3* gSSS^SSi, To Be Coosi&arads 
we 'fciiitdt iadrU TBneloSi ieS Stf " and 


la its measraaham, TSS minimises 

'Amt we think are serious legal and Agnacy policy questions. TSS does 
not plead theft controls cannot be administered but rather it bases its 
argument fiwr authority to disrepud names! Agency a&siaistratlve con- 
trol policies on the fact that funds are in feet available within the 
m/f, which fbods will be lost if not used by Tim. Bach of the several 
points In question Is discussed below; 


*• legal ImpUcsetioos - Over-chUasticos t In order to avoid 
over-obligation of ap propriations, Congress has established, by 
low, a series of administrative procedural requirements and 
penalties. To some extent tbs precise nature of the procedures 
to be followed rests with the Agency. In this Agency we adminis- 
tratively scpartlcn t be apsaopriation by allotments. These 
allotments are the only asms in this Agency by which authority 

I* granted . The Agency regulations (quoted 
la part m each allotment advice - Attachment Bo. k) place 
responsibility for controlling these obligations an the allottee. 
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eUBJSBC®: l)sei>©bligeti©a of Allotment and Program 
Ap$ prov&is bjr fsa for cawr Contract e 


C» Ayd 1 aM 1 1 ~ty of fygdgU 1% is true that in S0&KS ft y©STS 

laeo available after the clooe of the year. 
However, each year the Agency oblige? to# a very hi$a percentage of 
it# a^rojriafcioa. (in Fiscal fear 1956, sdaittedly an unusual 
year, the obligation rate mm 99»9$») As our funds become store 
United, and as our obligation eefciaaafcing teciini^uea become nor* 
refined, the total obligations sill continue to approach 100&. 

leeh allottee has the legal right to obligate 1QQ|» of 
Its funds mad s h o u l d they do so, tiara of course would he no 
"surplus*' far 1SS. If It la desired to hold back funds far mm 
by ¥®§, the only legal way to do so la by the transfer of funds 
tract other offices to TS6 before the close of the year. Ibis 
la turn cm only be done on t&e Wale of the arrowed program 
level. 


In addition to Its technical illegality, a planned pragma 
of adJusiMBts after the close of the year could subject us to 
severe critic! *a from the Bureau of the Budget and, perhaps e<|uaUy 
as iwpartuarfc, also could estehliah an unfortunate Agency precedent. 
She Office of CosHunicatiaas, the Office of logistics, the hevelcp* 
heat Projects idvladoa, sad such smaller offices as the Office of 
SdtentdLfto I nteUiggp ee and the It&togrqphie Intelligence Center, 
with equally valid Justification could request funds after the 
close of the year for cast»pLus»flned«fee contracts; end, by 
el ad lsr reas o ning , the area division @f the w/p could request 
funds for field construction overruns, errors in estimates for 
field travel, end for agent bonuses end coat infancy fees. Omari# 
every CIA office baa sane indefinite or contingent obligations, 
the enact total of t&lch cannot be determined until after the dose 
of the year. Sound funds management require** that each office 
pi m for its own possible overruns. 

fSS has consistently revised contract obligations upward 
for a period of tv© or sere years, and one instance has been 
brought to our attention where a fiscal fear 1953 obligation mm 
amended in Fiscal Tear 1959 - ala years after the original contract 
obligation. Id view of T3S*a contract procedures, there appears 
to be a© Unit to fS»*e potential requests for funds, sod unless 
mar© adequate procedures are established thane can be no assurance 
that funds can be wade available to ¥33. 

4. "boss* of Fuads t Contrary to the isxplicatlon in the ¥33 
and 1*^ remaining unobligated axe not lost to the 

Agency, these are returned to the Agency Beeerve sod nr© availabis 
to? release -to neat future year refuireeaBRte. 

J*. Sawaa ry; TSS*s practices are illegal, are contrary to existing 
regulation ^STpolisy, and constitute a precedent which if followed 
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SSAWS&CT: Over-obll^jettioaa of Allotment acu P r ogr wB 
Approvals by TS8 for CIST Caacbraeta 


oould cause tike Agency to ©aeceggi its appropriation* • 2 fo ese 
vtostkiotai <tM risks unft no funds fax tis Agancy *rfae^ any balances 
wold be carried forward lot© the Beaerra for Contingencies for use 
to aocrt unanticipated sod aaargeocy rogjudxooeaata of tbs Ageaey. 

lbs 2SS position ha* Inherent is It a by-pass or avoidance 
of the Agency's adalaietrcitiv© procedures, ms fined. level of Besearch 
end Devolopoeut la iSS would be established, in effect, not ty me mid 
SCI review or by the Wfo hot rather fey me availability of savings 
fron other offices. 

1® now has acre then six years experience in the e&a&nistra- 
tiott of a large-scale iie search sad DeveJU^saeat pragrwa, and excepti ons 
P**»itte4 in earlier years should no longer he condoned. We belie ve 
that TAB mould subwit. for review a parogswaa complete as to its require- 
wnts, as do other offices. Having received an approval esa the basis 
at the true facts, it should be expected to nahe a sincere effort to 
live within me approved eeotnt. At least three other offices have 
large cosA-plns-firad-fee contracts. Such at than subalts & program 
in its full caoucrti and administers its program in a ujajdh ***** 

be expected to provide ccwpl lance with the program approval nnd 
resulting a ll otmen t limitations. We see bo reason far exceptions in 
the case of ZB8. 


*. R. aAUOiXiStS 

UsxptreOXer 

Attachments 

3I)/C0I-ip/ Ci'M/liLW/lvWL/; yvs (17 August 1959) 

Distribution; 

Grig. 1 £ - Addressee 
- Signer 

1 - General Counsel 

1 - Audit Staff 

2 - Budget Division 
1 - Analysis Br. 7 yl 
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